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Update on the AICPA's Auditing
Standards Board—Focusing on the Future
by Chuck Landes
Since its inception, the Auditing Standards Board (ASB) has set auditing standards for
audits performed in accordance with generally accepted auditing standards. Effective
April 16, 2003, auditors of publicly traded companies are to follow transitional standards
adopted by the Public Company Accounting Oversight Board (PCAOB). The transitional
standards consist of the current body of authoritative literature promulgated by the ASB.
Going forward, the PCAOB will set auditing and other professional standards to be used
by auditors of publicly traded companies. The unanswered questions are whether there
should be separate auditing standards for audits of nonpublic entities and, if so, who
should set those standards.
To the first question, as set forth in the AICPA's white paper, "A Reasoned Approach to
Reform," we firmly believe that the provisions of the Sarbanes-Oxley Act (SOA) are
appropriate for SEC registrants. However, the extension of those provisions to non-SEC
registrants, many of whom are smaller entities, and to the relevant CPA firms raises a
1

number of potential issues. The current body of auditing standards has been established
with the needs of all entities in mind. The standards set by the PCAOB will appropriately
focus on audits of publicly traded companies. However, the appropriateness of those
standards for nonpublic companies should be evaluated because the needs of users of
financial statements of nonpublic entities must be addressed. As we look to the future
and ask whether there should be separate auditing standards for audits of nonpublic
issuers, the following principles emerge:
•
•
•
•

Entities that comply with the provisions of the SOA and the PCAOB's requirements
are likely to have fundamentally different financial reporting systems and corporate
governance structures than nonpublic issuers.
The profession should ensure that the needs of users of nonpublic-entity financial
statements and the CPA firms that serve those clients are addressed.
Nonpublic entities and the users of their financial statements should determine the
level of assurance (audit, review, or compilation) they need from CPAs.
The benefits gained by users of private-entity financial statements should exceed the
cost of obtaining that assurance.

A Vision for Standards
The AICPA believes that its senior technical committees are best qualified to set
standards for nonpublic entities for the following reasons:
•
•
•
•
•

The AICPA, including the ASB, has an existing infrastructure in place to address
audit issues.
The AICPA has a history of attracting highly qualified volunteers from the profession
who want to serve their profession.
The AICPA already has a comprehensive base of guidance.
The ASB has the authority to speak on behalf of the AICPA on audit and attest
matters without seeking approval of the Board of Directors.
The AICPA's Board of Directors does not involve itself in the technical issues
addressed by the ASB and is committed to protecting the ASB’s autonomy.

The AICPA's vision of standards for auditors of nonpublic issuers is a body of knowledge
that builds on existing standards, focuses on the needs of users, and explores the
fundamental differences in the entities. Our vision for the ASB is for it to continue in its
role as a thought leader in the development of auditing standards and to work with
regulators and other stakeholders in the development of those standards. To fulfill that
vision, the AICPA will need to work more closely with state boards of accountancy, other
federal and state regulators, and users of nonpublic entity financial statements.
The ASB’s permission or authority to set auditing standards is vested in state boards of
accountancy, certain federal regulators, and other users of audited financial statements.
As we move into a new era of accounting regulation, it is appropriate that we work more
closely with these bodies to ensure that their needs are met. The support of parties such
as state boards of accountancy (and their national association), the General Accounting
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Office (GAO), other federal and state regulators, and users of financial statements
(creditors and private investors) is critical to our effort to serve private businesses and is
important for our viability and credibility.
Currently, 47 state boards include a reference to auditing standards issued by the AICPA
in their regulations or statutes. Preserving that reference is critical. Also, the GAO
currently recognizes Statements on Auditing Standards as its core auditing standards,
with GAO-specific standards as add ons.
To fulfill its responsibilities, the Board of Directors of the AICPA has approved a plan to
reconstitute the ASB. Membership on the ASB will be adjusted to match its new focus
on establishing standards for CPAs to follow in the conduct of audits of nonpublic
issuers.
Objective of the Restructured ASB
The new ASB will be reconstituted to:
•

•
•
•
•
•
•
•

Act as the profession’s voice on auditing standards as they relate to audits of
nonpublic entities, and when commenting on the proposed standards of other auditing
standard setters, including the GAO, International Auditing and Assurance Standards
Board, and the PCAOB.
Serve as the profession’s think tank on the strategic direction of auditing standards.
Assist in rebuilding the public’s trust in the CPA's audit report.
Commission research that will continuously improve the auditing profession.
Address, in a timely manner, the needs of users of nonpublic entity financial
statements.
Promulgate audit, attest, and quality control standards for engagements involving
nonpublic entities.
Issue clear authoritative guidance for auditors of nonpublic entities.
Work with the AICPA staff to develop nonauthoritative guidance for practitioners
serving public, nonpublic, government, nonprofit and for-profit entities.

The new ASB will consist of 19 members (the current board consists of 15 members)
representing small and large practice units, state boards of accountancy, academia,
government, the public, and users of nonpublic entity financial statements.
In addition, the AICPA recognizes the importance of input from the preparer community
and the need to balance that input to ensure that the group being audited does not control
or overly influence the process. An example of a body in the preparer community that
the ASB will actively seek to engage is the AICPA’s Business and Industry Executive
Committee. To gain input from the preparer community, the AICPA is in the process of
considering how an effective advisory group can be formed to assist the ASB in its
standard-setting process. CPAs in business and industry as well as other stakeholders,
such as federal and state regulators and other users of nonpublic-entity financial
statements could also be represented though this group.
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There clearly are important issues that the reconstituted ASB must address to help restore
user confidence in the audit process. Additionally, it will be important that the new ASB
and the PCAOB have a smooth and cooperative working arrangement so that auditing
standards do not drift apart, just for the sake of being different.
Future projects that loom large on the horizon include plain-English reports that better
convey what an audit is and isn’t. Additionally, the new ASB will need to look at the
issue of levels of assurance. It will need to reconsider whether current audit guidance
accurately articulates what is meant by reasonable assurance, what that term means, and
what the practitioner needs to do to provide that level of assurance.
In the weeks and months ahead, you will hear and read a great deal more about the ASB’s
operations and its projects. In the mean time, we invite your input regarding how the
ASB, the Accounting and Review Services Committee, and the AICPA’s Audit and
Attest Standards staff can best enable CPA's to accomplish their responsibilities with
respect to audits, reviews, or compilations. I hope that you will not hesitate to share those
ideas with us.

ASB Votes to Issue SAS, Communication of
Internal Control Related Matters Noted in an Audit,
Subject to PCAOB Action on Definitions
by Julie Anne Dilley
At its September meeting, the ASB voted unanimously to issue a proposed Statement on
Auditing Standards (SAS), Communication of Internal Control Related Matters Noted in
an Audit, subject to conforming the definitions of internal control deficiency, significant
deficiency, and material weakness contained therein to the definitions that the PCAOB
adopts in its standards for public companies.
The ASB believes that the new SAS, which will supersede SAS No. 60 of the same name,
will significantly strengthen the quality of auditor communications of such matters in
audits of nonpublic companies. Among other matters, the new SAS:


Requires the auditor to report internal control deficiencies that constitute significant
deficiencies and material weaknesses to the audit committee, or its equivalent, in
writing.



Requires the auditor to distinguish between significant deficiencies, material
weaknesses, and other comments that the auditor may choose to communicate
(including internal control deficiencies that are not required to be reported, or matters
dealing with operational or administrative efficiencies and other items of potential
benefit to the client), if applicable.
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Indicates that a material misstatement detected by the auditor’s procedures that was
not identified by the entity ordinarily is indicative of the existence of a material
weakness in internal control.



Requires the auditor to report uncorrected material weaknesses in each audit
engagement.



Requires the auditor to document in each audit why he or she believes it is not
necessary to repeat the communication of previously reported but uncorrected
significant deficiencies to the audit committee or equivalent.



Provides enhanced reporting guidance.

The ASB will delay issuance of the new SAS until the PCAOB has finalized its proposed
auditing standard on internal control reporting for public companies. That standard
includes proposed definitions of internal control deficiency, significant deficiency, and
material weakness, as well as guidance on distinguishing them. The ASB believes that it
is important that the definitions of these terms are consistent in audits of financial
statements for both nonpublic and public companies.

SOP on Greenhouse Gas Emissions
by Jane M. Mancino
The Auditing Standards Board has issued Statement of Position (SOP) 03-2, Attest
Engagements on Greenhouse Gas Emissions Information (product no. 014937). This
SOP provides performance and reporting guidance to practitioners on the examination of
information about (a) greenhouse gas (GHG) emissions, known as a GHG inventory, or
(b) a GHG emission reduction. Such examination engagements should be performed
pursuant to Chapter 1, “Attest Engagements,” of Statement on Standards for Attestation
Engagements.
Clients may request such services in connection with (a) registering their GHG inventory
information with a GHG registry or (b) trading emission reduction credits.
GHGs, such as carbon dioxide, are released into the earth’s atmosphere through the
burning of fossil fuels and other industrial and natural processes. The concentration of
certain GHGs in the atmosphere has increased over time and is thought to contribute to a
warming trend in the earth’s atmosphere, often referred to as global warming. As a result,
various initiatives have been introduced to reduce the emissions of GHGs.
The California Climate Action Registry (www.climateregistry.org) will enable entities
operating in California to voluntarily record their annual GHG emissions inventories. In
turn, the state of California has indicated that it will use its best efforts to ensure that
entities voluntarily inventorying their emissions will receive credit for early action (that
5

is, action before regulation of GHG emissions) under any future international, federal, or
state regulatory regimes relating to GHG emissions. Third-party certification1 of the
baseline and emission reductions is a key component of the California Climate Action
Registry.
Emissions trading is an economic concept that emphasizes leveraging market forces to
minimize the cost of reducing emissions in various pollution reduction programs. A
specific cap or limit is typically placed on the annual emissions for each regulated entity.
Trading also enables participants to purchase allowances at the end of the compliance
period if they are unable to meet their emission-reduction targets.
The Chicago Climate Exchange (CCX) (www.chicagoclimateexchange.com) is a
voluntary program for reducing and trading GHG emissions. Upon becoming a member
of the CCX, an entity must enter into a legally binding commitment to reduce its
emissions of GHGs by 4 percent below the average of its 1998 through 2001 baseline by
2006, the last year of the pilot program. The CCX will enable members to buy and sell
GHG emission credits and find the most cost-effective way of achieving reductions.
Trading on the CCX is targeted to begin in the fourth quarter of 2003.
The Kyoto Protocol is an agreement that sets GHG emission reduction targets for each of
38 developed countries. To be legally binding, the Kyoto Protocol must be ratified by at
least 55 countries, including developed countries responsible for at least 55 percent of the
emissions in 1990. The first goal has already been met. If Russia ratifies the Kyoto
Protocol, the second of the two goals also will be met and the Kyoto Protocol will take
effect shortly thereafter. The Kyoto Protocol would permit parties to trade emission
reductions to help reach their GHG emission goals.
Although the U.S. has not ratified the Kyoto Protocol and does not plan to do so at the
present time, U.S. multinationals with operations in countries that have ratified the Kyoto
Protocol will have to meet emission reduction targets at those foreign operations.
Concern about the credibility of information is driving requests for assurance on GHG
emissions trading. These companies will want assurance that any credits they have
purchased to meet their reduction requirements are real.
To purchase copies of SOP 03-2, see the ordering instructions on pages 19 or 21.

Accounting and Review Services Committee
Issues Interpretations of AR 100
by Michael Glynn
The Accounting and Review Services Committee has issued the following interpretations
of Statements on Standards for Accounting and Review Services (SSARS) No. 1,
Compilation and Review of Financial Statements (AR sec. 100):
1

Paragraph 14 of the SOP contains a definition of the term certification.
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•

•

•

"Reports on Specified Elements, Accounts, or Items of a Financial Statement–
Revised." This interpretation was revised to provide practitioners with additional
guidance when a client requests assistance in preparing information on specified
elements, accounts, or items of a financial statement.
"Reference to the County of Origin in a Review or Compilation Report." This
interpretation clarifies that SSARS does not require reference to the country of
origin in a review or compilation report. However, there is no prohibition against
including such reference.
"Omission of the Display of Comprehensive Income in a Compilation." This
interpretation provides practitioners with guidance when substantially all
disclosures as well as the display of comprehensive income are omitted.

The Accounting and Review Services Committee encourages practitioners to implement
the guidance contained in these interpretations as soon as practicable. The interpretations
are currently available on the AICPA’s Web site at:
http://www.aicpa.org/download/members/div/auditstd/ssars_interp.pdf

ASB Issues Attest Interpretation for Engagements
on XBRL Instance Documents
by Jane M. Mancino
The Audit Issues Task Force of the AICPA’s Auditing Standards Board has issued a new
interpretation of chapter 1, “Attest Engagements,” of Statement on Standards for
Attestation Engagements (SSAE) No. 10, Attestation Standards: Revision and
Recodification. The interpretation is titled, "Attest Engagements on Financial Information
Included in XBRL Instance Documents."
XBRL, the business reporting aspect of the Extensible Markup Language (XML), makes
it possible to store or transfer data, data processing hierarchies, and descriptions that
enable analysis and distribution. An XBRL Instance Document provides financial
information in a machine-readable format. Through the XBRL tagging process, a
mapping of the financial information is created that enables users to extract specific
information, thereby facilitating analysis.
The new interpretation describes the practitioner’s considerations when he or she has
been engaged to examine and report on whether an XBRL Instance Document accurately
reflects certain client financial information. It also provides illustrative examination
reports. The interpretation can be found on the Web at http://www.aicpa.org/
members/div/auditstd/announce/XBRL_09_16_03_FINAL.htm
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Sarbanes-Oxley Regulations for Auditors of
Brokers and Dealers or Investment Advisers
On August 13, 2003 the Office of the Chief Accountant of the Securities and Exchange
Commission (SEC) responded to 35 frequently asked questions (FAQs) regarding the
application of SEC rules on auditor independence. Practitioners with registered brokerdealer clients should note that question 35 indicates that the scope of services provisions
of the Sarbanes-Oxley Act (SOA) extend to auditors of privately-held broker-dealers.
Accordingly, auditors of privately-held broker-dealers are restricted from performing the
services specifically excluded by the SOA, and are expected to comply with all other
SEC independence rules, including those which prohibit bookkeeping and the preparation
of financial statements for privately-held broker-dealers. The full text of the FAQs can be
found at: http://www.sec.gov/info/accountants/ocafaqaudind080703.htm#bdia.
The SEC is still considering whether all firms that audit privately-held broker-dealers
must register with the PCAOB. Whether or not auditors of private broker-dealers are
required to register with the PCAOB, these auditors must comply with the SEC's rules on
auditor independence, although the response to question number 35 indicates that the
auditor rotation rules do not apply. To read the SEC’s statement regarding registration
for auditors of nonpublic broker-dealers, refer to: http://www.sec.gov/rules/other/3448281.htm. For related information, refer to the article, “Firms That Audit Privately-Held
Broker-Dealers to Register With PCAOB” in the April/May 2003 issue of “In Our
Opinion” at http://www.aicpa.org/members/div/auditstd/opinion/index.htm.

ASB Recommends Standards to PCAOB
by Julie Anne Dilley
The ASB submitted two “packages” of proposed auditing and attestation standards to the
Public Company Accounting Oversight Board (PCAOB) this summer with a
recommendation that the PCAOB consider the guidance in its standard-setting activities.
The proposed guidance relates to the implementation of various aspects of the SarbanesOxley Act (the Act) by auditors of public companies. ASB task forces began developing
the guidance in response to the passage of the Act in July 2002, and the ASB exposed it
for public comment prior to the PCAOB’s decision, announced April 16, 2003, to set
auditing and attestation standards for public companies. In recognition of the PCAOB’s
decision, the ASB submitted the proposed standards to the PCAOB for its consideration,
after revising them to address comments received during the exposure period.
The ASB submitted these recommendations pursuant to the invitation of the PCAOB as
outlined in PCAOB Release No. 2003-005 and in accordance with the information
requested in Note 5 of that release with regard to recommendations from outside persons.
The ASB recognizes that the PCAOB will decide how or whether to use these materials
in developing its own standards in these areas. However, these recommendations are the
8

result of a reasoned process, including the solicitation of input from the public and other
interested parties (including an exposure process, open meetings, and specific meetings
with various constituencies), carried out by knowledgeable and dedicated professionals
with extensive experience in the related subject matter.
The recommendations involve the following two ASB exposure drafts (EDs):
•

Proposed Statements on Auditing Standards (SASs) and Statement on Standards for
Attestation Engagements (SSAE) Related to Internal Control Reporting. This
exposure draft (ED), issued on March 18, 2003 with a May 15 comment deadline, is
discussed in the article “Two Proposed SASs and an SSAE Related to Reporting on
Internal Control” in the April 2003 issue of In Our Opinion. The ASB revised the
proposed standards in this ED to address comments received and also to reflect the
provisions of the Securities and Exchange Commission’s Final Rule, “Management’s
Reports on Internal Control Over Financial Reporting and Certification of Disclosure
in Exchange Act Periodic Reports,” which was issued in early June 2003.
The recommended standards that were submitted to the PCAOB on June 20, 2003
(both marked from the ED and “clean” copy), the original ED, a summary of
significant changes to the ED, the comment letters, the disposition of comments
received, and a cover letter to the PCAOB are available on the AICPA’s Web site at
www.aicpa.org/sarbanes/pcaob/2003_06_20intlcontrl.asp.
On October 7, 2003 the PCAOB issued for comment its proposed guidance on
internal control reporting (see the article “PCAOB Proposes Auditing Standard and
Rule on Terminology”).

•

Proposed Sarbanes-Oxley Omnibus SAS. This ED, issued on April 1, 2003 with a
May 15 comment deadline, is discussed in the article of the same name in the April
2003 issue of In Our Opinion. The ASB revised the proposed standards in this ED to
address comments received and submitted its recommendation to the PCAOB on
August 22, 2003. The recommended standard (both marked from the ED and “clean”
copy), the original ED, the comment letters, and an analysis of comments received are
available
on
the
AICPA’s
Web
site
at:
www.aicpa.org/sarbanes/pcaob/2003_08_22auditstds.asp

Most of the guidance in the EDs listed above relates to audits of public companies for
which the ASB has no authority to issue standards. However, some of the guidance,
notably the proposed SSAE that would supersede SSAE No. 10, Attestation Standards:
Revision and Recodification (AT sec. 501, “Reporting on an Entity’s Internal Control
Over Financial Reporting”), as amended, also is applicable to non-public issuers.
Accordingly, the ASB continues to list these EDs on the “Exposure Drafts Outstanding”
page in the Journal of Accountancy since the ASB intends to finalize guidance in these
exposure drafts with regard to audits of nonpublic companies.
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PCAOB Proposes Auditing Standard
and Rule on Terminology
On October 7, 2003 the PCAOB issued for public comment a proposed auditing standard
titled An Audit of Internal Control Over Financial Reporting Performed in Conjunction
with an Audit of Financial Statements. The proposed standard establishes requirements
that apply when an auditor is engaged to audit both a company’s financial statements and
management’s assessment of the effectiveness of internal control over financial reporting
as required by Section 404 of the Sarbanes-Oxley Act.
The PCAOB also issued for public comment a proposed rule intended to clarify the
meaning of terms such as must, should, and may as they are used in the PCAOB’s
auditing and related professional practice standards.
Both proposals are available on the PCAOB’s Web site at www.pcaobus.org. The
comment deadline for the proposed auditing standard is November 21, 2003. The
comment deadline for the proposed rule on terms is November 6, 2003.

Highlights of Technical Activities
The Auditing Standards Board (ASB) performs its work through task forces composed of
members of the ASB and others with technical expertise in the subject matter of the
projects. The findings of these task forces periodically are presented to members of the
ASB at public meetings for their review and discussion. Listed below are the current task
forces of the ASB and brief summaries of their objectives and activities.
Task Forces of the ASB
Audit Issues Task Force (Staff Liaison: Gretchen Fischbach; Task Force Chair: James S.
Gerson). This task force generally meets on a monthly basis to (1) oversee the ASB’s
planning process, (2) evaluate technical issues raised by various constituencies and
determine their appropriate disposition including referral to an ASB task force or
development of an interpretation or other guidance, (3) address emerging audit and
attestation practice issues, (4) provide advice on ASB task force objectives and
composition, and monitor the progress of task forces, and (5) assist the chair of the ASB
and the Audit and Attest Standards staff in carrying out their functions, including liaising
with other groups.
Confirmations Task Force (Staff Liaison: Jane M. Mancino; Task Force Chair: Steven
L. Schenbeck). This task force has developed recommendations for revising SAS No. 67,
The Confirmation Process, primarily based on recommendations of the AICPA’s Practice
Issues Task Force and the Public Oversight Board’s Panel on Audit Effectiveness. At its
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April and September 2003 meetings, the ASB discussed an issues paper proposing
revisions to SAS No. 67 that would:
•
•
•

Clarify and strengthen the criteria that must be met before an auditor may omit
performing alternative procedures when the auditor has not received a response to a
positive confirmation request.
Address the security of electronically transmitted confirmations and recommend that
the auditor consider the effect of technology on the confirmation process.
Provide guidance on:
-

The auditor’s response when management requests that the auditor not confirm
certain accounts.
The use of accounts-payable confirmations.
How the auditor may use client personnel in the confirmation process while still
maintaining control of that process.
Confirmation of related-party transactions.

The task force plans to finalize the proposed recommendations to the PCAOB by the end
of October 2003.
Consistency Task Force (Staff Liaison: Gretchen Fischbach; Task Force Chair: Craig W.
Crawford). The task force is considering whether the second reporting standard of the ten
generally accepted auditing standards, which relates to consistency, should be eliminated.
The consistency standard requires the auditor to identify in his or her report
circumstances in which generally accepted accounting principles have not been
consistently observed in the current period in relation to the preceding period. This topic
is addressed in AU Section 420, “Consistency of Application of Generally Accepted
Accounting Principles.” At its April 2003 meeting, the ASB considered the task force’s
proposal to eliminate the consistency explanatory paragraph. The task force believes that
when there has been a change in accounting principle that affects comparability, the
auditor should not be required to add a consistency explanatory paragraph to the auditor’s
report because it (1) duplicates the disclosure management is required to make under
GAAP, and (2) detracts from other explanatory information that may be in the auditor’s
report and other disclosures or information in the financial statements. The ASB
unanimously supported a proposal to eliminate the required consistency paragraph, but
recognized that certain parties may oppose elimination of the paragraph because of their
belief that the paragraph serves the public interest. Although the ASB disagrees with this
position, it discussed an alternative to eliminating the paragraph in all situations. That
alternative is to eliminate the paragraph only for mandatory changes (changes required as
a result of a new accounting principle). On October 2, 2003, the ASB submitted to the
Public Company Accounting Oversight Board (PCAOB) its recommendation for an
amendment to the PCAOB’s Professional Auditing Standards. If accepted, the
recommendation would result in elimination of the requirement to identify in the
auditor’s report those circumstances in which generally accepted accounting principles
have not been consistently observed in the current period in relation to the preceding
period.
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Financial Instruments Task Force (Staff Liaison: Judith M. Sherinsky; Task Force
Chair: Stephen D. Holton) This task force has drafted additional case studies for the
Audit Guide, Auditing Derivative Instruments, Hedging Activities, and Investments in
Securities, that address technical practice issues such as ineffectiveness in a hedging
relationship, the use of regression analysis to assess effectiveness, impairment
considerations for a hedged asset, and considerations when a component of the derivative
instrument’s gain or loss is excluded from the assessment of effectiveness.
Internal Control Reporting Task Force (Staff Liaison: Julie Anne Dilley; Task Force
Chair: Garrett L. Stauffer). For an update on the status of guidance developed by this
task force, see the articles on page 8, “ASB Recommends Standards to PCAOB,” and on
page 4, “ASB Votes to Issue SAS, Communication of Internal Control Related Matters
Noted in an Audit, Subject to PCAOB Action on Definitions.” The task force currently is
preparing a comment letter on the PCAOB’s proposed auditing standard, An Audit of
Internal Control Over Financial Reporting Performed in Conjunction With an Audit of
Financial Statements (See the article on page 10, “PCAOB Proposes Auditing Standard
and Rule on Terminology.”
International Auditing Standards Subcommittee (Staff Liaison: Susan S. Jones;
Subcommittee Chair: William F. Messier). The objective of this subcommittee is to
support the development of international standards. Subcommittee activities include
providing technical advice and support to the AICPA representative and technical
advisors to the International Auditing and Assurance Standards Board, commenting on
exposure drafts of international assurance standards, participating in and identifying U.S.
volunteer participants for international standard-setting projects, identifying opportunities
for establishing joint standards with other standard setters, identifying international issues
that affect auditing and attestation standards and practices, and assisting the ASB and
other AICPA committees in developing and implementing AICPA international
strategies.
Joint Quality Control Standards Task Force (Staff Liaison: Judith M. Sherinsky; Task
Force Chair: Craig W. Crawford). The task force considers matters related to Statements
on Quality Control Standards (SQCSs). The task force has revised, Guide for
Establishing and Maintaining a System of Quality Control for a CPA Firm’s Accounting
and Auditing Practice to include:
•
•
•
•
•

More specific and detailed guidance, as recommended by the Panel on Audit
Effectiveness.
Guidance concerning significant clients.
A new chapter titled, "Quality Control for Alternative Practice Structures."
The practice aid, "Assessing the Effect on a Firm’s System of Quality Control Due to
a Significant Increase in New Clients and/or Experienced Personnel."
All of the quality control standards.

Joint Risk Assessments Task Force (Staff Liaisons: Julie Anne Dilley and Sylvia
Barrett; Task Force Chairs: John A. Fogarty and John Kellas). This task force is a joint
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effort of the International Auditing and Assurance Standards Board (IAASB) and the
ASB. At its October 2002 meeting, the ASB voted to expose seven proposed SASs
related to the auditor’s risk assessment process, including assessing the risks of material
misstatement and designing audit procedures to respond to the assessed risks. Both the
exposure draft and the comment letters received on the exposure draft can be downloaded
at http://www.aicpa.org/members/div/auditstd/drafts.htm.
At its October 2003 meeting, the IAASB voted to issue the related International
Standards on Auditing as final standards. The ASB will discuss revised drafts of the
SASs at its meeting in December.
Legal Inquiry Letters Reeducation Task Force (Staff Liaison: Gretchen Fischbach; Task
Force Chair: Susan L. Menelaides). This joint task force, composed of representatives of
the AICPA and the American Bar Association, was established to address concerns
regarding language used by auditors in audit inquiry letters issued pursuant to SAS No.
12, Inquiry of a Client’s Lawyer Concerning Litigation, Claims, and Assessments, and
responses by attorneys to those letters.
Sustainability Reporting Task Force (Staff Liaison: Jane M. Mancino; Task Force Chair:
Beth A. Schneider). This joint task force of the AICPA’s ASB and Assurance Services
Executive Committee and the Canadian Institute of Chartered Accountants is charged
with developing a marketable assurance service that addresses sustainability reporting,
and participating with other organizations in the development of suitable criteria for the
preparation of such presentations. Sustainability presentations are issued by companies
to explain their economic, environmental, and social performance.
SOP 03-2, Attest Engagements on Greenhouse Gas Emissions Information, which was
developed by the task force, was issued in September 2003 and provides guidance on
performing and reporting on such engagements. (See the related article on page 5). For
more information on sustainability reporting and GHG emissions trading, visit
http://www.aicpa.org/innovation/baas/environ/index.htm.
Based on updated market research, the AICPA has concluded that significant demand by
U.S. companies for attest services related to sustainability reporting may be several years
off. Therefore, the AICPA has chosen to postpone joint development of an assurance
service on sustainability reporting. The AICPA will continue to monitor the market
demand for sustainability reporting in the U.S. and will regroup if and when market
demand warrants.
Multilocation Audit Task Force (Staff Liaison: Judith M. Sherinsky, Task Force Chair:
Alan G. Paulus). The task force is developing revisions to the SASs to provide guidance
for audits of entities that have multiple locations or business units (components). The
following are some of the questions the task force is considering:
•

How should the auditor’s consideration of the control environment affect the
selection of components to visit or procedures to perform?
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•

What is the extent of knowledge and involvement needed by the auditor with final
responsibility in a multilocation audit?

•
•
considers the work performed by internal auditors at components?
The guidance is expected to be incorporated in the revisions of the seven proposed SASs
related to the auditor’s risk assessment process. (See the summary of the Joint Risk
Assessments project described above).
Social Insurance Task Force (Staff Liaison: Judith M. Sherinsky, Task Force Chair: Pat
McNamee) This task force is developing an engagement that will enable practitioners to
report on the federal government’s statement of social insurance. The statement of social
insurance provides information about the present value of the income to be received and
benefits to be paid for existing and future participants in social insurance programs such
as Medicare and Social Security. The statement of social insurance assists government
policy-makers in evaluating the long-term viability of social insurance programs. The
task force plans to present the guidance in the form of an exposure draft of a proposed
statement of position in December 2003.
Using the Work of a Specialist Task Force (Staff Liaison: Gretchen Fischbach; Task
Force Chair: Michael T. Umscheid). This task force is considering revisions to SAS No.
73, Using the Work of a Specialist. At its September 2003 meeting, the ASB discussed
issues identified by the task force, including:
•
•
•

Expanding SAS No. 73 to provide more specific guidance regarding the auditor’s
evaluation of the specialist’s work.
Revising the definition of the term specialist.
Providing guidance to assist auditors in determining when an outside specialist is part
of the audit engagement team.

The task force is developing a revised draft of SAS No. 73 and will present that draft at
the December 2003 ASB meeting.

Other Activities
Accounting and Review Services Committee (ARSC) (Staff Liaison: Michael Glynn;
Committee Chair: Andrew M. Cohen). The ARSC has issued interpretations of AR
Section 100, Compilation and Review of Financial Statements. For additional
information about the interpretations, see the article on page 6, “Accounting and Review
Services Committee Issues Interpretations of AR 100.” The ARSC will hold its next
meeting in Ft. Lauderdale, FL on November 3-4, 2003.
AAA Auditing Standards Committee (Chair: Dana Hermanson, Kennesaw State
University; ASB/AICPA Liaisons to the Committee: William Messier and Gretchen
Fischbach). The Auditing Standards Committee of the American Accounting Association
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(AAA) is charged with fostering interaction between the Association’s Auditing Section
and auditing standard-setting bodies such as the AICPA’s ASB. The ASB supports
strengthening its relationship with the academic community as well as increasing the
community’s participation in the standard-setting process. ASB member William
Messier, and Gretchen Fischbach, Audit and Attest Standards Technical Manager, are
liaisons to the AAA Auditing Standards Committee.
International Auditing and Assurance Standards Board (IAASB) (U.S. Member:
Edmund R. Noonan; U.S. Technical Advisor: Susan S. Jones). The IAASB met in
October 2003 in Tokyo. At its October meeting, the IAASB voted to issue the
International Standards on Auditing that address audit risk. The IAASB continued its
work on documents providing guidance on the assurance framework, auditor's report,
materiality, estimates, and group audits. The next meeting of the IAASB will take place
in Berlin in December 2003. For more information about the activities of the IAASB,
including exposure drafts, final standards, and information about attending public
meetings of the IAASB, go to www.ifac.org/iaasb
Professional Issues Task Force (PITF) (Staff Liaison: Michael Glynn; Task Force
Chair: John L. Archambault). The PITF is responsible for accumulating and considering
practice issues that appear to present audit concerns for practitioners, and for
disseminating information or guidance, as appropriate, in the form of practice alerts. The
task force also refers matters that may require a reconsideration of existing standards to
appropriate standard-setting bodies. The PITF is comprised of CPAs with diverse
backgrounds. It currently includes representatives from the Auditing Standards Board,
the Accounting and Review Services Committee, the SEC Practice Section Executive
Committee, the SEC Practice Section Peer Review Committee, the Quality Control
Inquiry Committee, the PCPS Executive Committee, the Technical Issues Committee, the
AICPA Peer Review Program and, representatives from the accounting and auditing
departments of member firms. The PITF will conduct its next meeting via conference
call on November 25, 2003.
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Recently Issued and Approved Documents
Title (Product Number)

Issue Date

Effective Date

Statements on Auditing Standards (SASs)
SAS No. 101, Auditing Fair Value
Measurements and Disclosures
(060703)

January 2003

SAS No. 100, Interim Financial
Information (060702)

November 2002

SAS No. 99, Consideration of Fraud
in a Financial Statement Audit
(060701)

October 2002

Effective for audits of financial
statements for periods beginning
on or after June 15, 2003. Earlier
application of the provisions of
this Statement is permitted.
Effective for interim periods
within fiscal years beginning after
December 15, 2002. Earlier
application is permitted
Effective for audits of financial
statements for periods beginning
on or after December 15, 2002.
Earlier application is permitted

Interpretations of SASs and Statements on Standards for Attestation Engagements (SSAEs)
Title
Interpretation of Chapter 1, “Attest
Engagements,” of SSAE No. 10,
Attestation Standards: Revision and
Recodification
Interpretation No. 5, “Attest
Engagements on Financial
Information Included in XBRL
Instance Documents” (AT sec. 9101)

Issue Date
September 2003
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The issuance date of
interpretations of audit, attest, and
quality control standards is the
first date that the document is
made widely available to the
public. In most cases, this will be
the date the document is posted to
the Web site; however, there may
be cases in which the document is
first made widely available in hard
copy, or published in the Journal
of Accountancy. In those cases, the
publication date of the document
is considered to be the date of
publication of the hard copy, or
the date of publication in the
Journal of Accountancy.

Interpretation of SAS No. 58, Reports
on Audited Financial Statements.
Interpretation No. 16, “Effect on
Auditor’s Report of Omission of
Schedule of Investments by
Investment Partnerships That Are
Exempt From Securities and
Exchange Commission Registration
Under the Investment Company Act
of 1940” (AU sec. 9508)
Interpretation of SAS No. 31,
Evidential Matter
Amendment to Interpretation No. 2,
“The Effect of an Inability to Obtain
Evidential Matter Relating to Income
Tax Accruals” (AU sec. 9326)
Interpretation of SAS No. 58, Reports
on Audited Financial Statements
Interpretation No. 15, “Reporting as
Successor Auditor When Prior-Period
Audited Financial Statements Were
Audited by a Predecessor Auditor
Who Has Ceased Operations”
(AU sec. 9508)

April 9, 2003

April 9, 2003

November 2002

Interpretations of Statements on Standards for Accounting and Review Services (SSARS)
Title
Interpretation of SSARS No. 1,
Compilation and Review of Financial
Statements
Amendment to Interpretation No. 8,
"Reports on Specified Elements,
Accounts, or Items of a Financial
Statement – Revised." (AR sec.
9100.08)

Issue Date
September 2003
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The issuance date of
interpretations of accounting and
review services standards is the
first date that the document is
made widely available to the
public. In most cases, this will be
the date the document is posted to
the Web site; however, there may
be cases in which the document is
first made widely available in hard
copy, or published in the Journal
of Accountancy. In those cases, the
publication date of the document
is considered to be the date of
publication of the hard copy, or
the date of publication in the
Journal of Accountancy.

Interpretation of SSARS No. 1,
Compilation and Review of Financial
Statements
Interpretation No. 24, "Reference to
the Country of Origin in a Review or
Compilation Report." (AR sec.
9100.24)
Interpretation of SSARS No. 1,
Compilation and Review of Financial
Statements
Interpretation No. 25, "Omission of
the Display of Comprehensive Income
in a Compilation." (AR sec. 9100.25)

September 2003

September 2003

Statements of Position
Title (Product Number)
Statement of Position 03-2, Attest
Engagements on Greenhouse Gas
Emissions Information

Issue Date
September 22, 2003
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Effective Date
Effective for reports on attest
engagements on GHG emissions
information issued on or after
December 31, 2003. Early
implementation is permitted.

Projected Auditing Standards Board Agenda
Codes: DI- Discussion of issues, DD - Discussion of draft document, ED-Vote to ballot a
document for exposure, EP-Exposure Period, CL- Discussion of comment letters, FIVote to ballot a document for final issuance, SU- Status Update
.
December 2003
Project

New York, NY

Internal Control Reporting

DD

Joint Risk Assessment

DD

Social Insurance

DD

Using the Work of a Specialist

DD

Ordering Information
To order publications, call: (888) 777-7077 (menu selection #1); write: AICPA Order Department, CLA3, P.O. Box
2209, Jersey City, NJ 07303-2209; fax: (800) 362-5066 or go to www.cpa2biz.com Users of the Web site must register
at the site prior to ordering. AICPA and state society members should have their membership numbers ready when they
order. Nonmembers also may order AICPA products. Prices do not include shipping and handling.
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